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PROBABLE DEVELOPMENTS IN VIETNAM TO JULY 1956

THE PROBLEM

To estim
the s ;ﬂf; ij:
sufficien i authe
Yerns facing i, inclhuding those

ate the prospeets for the development of a Vietnames2 government with
to defend itself against infernal subversion and uprisings and
wity and adminisirative ability to deal adequately with the many prob-
possd by the Geneva Agreements.

with

CONCLUSIONS

. Sinee he bernme Piciier in July 1854,
?sl"w 1) w1 I has made congiderable
rif esilablishing the fivst ful-

'*2 Vietnamese goverament
ike eppabilily of the South
i:..z develup an effestive gov-
b ocan survive during the
. 15 513 in doubt,  (Poros.

2. Amsuming Diem S’dri{i’iiﬁ; and provided
hie coniinuss iy wholchearted US
¢ will probubly by
).*:r{,m:m:zzz%i dissi-

3} i!i 4?3 %, Fog

ahie ia copy

(;am ¢l o remain o oflice dur-
ing i% 3‘« hiz pslimale. More-
over, proy { ”zm:..mé;‘: 5‘5:: nivt

exeyeize i

iiiiw }fiz!

¥ : 15
g%ig :‘(83.‘ %. ’«”“ZE

2 aryoss
it *"“é geuls

5 **‘3 "s :vi 77y, Diem
5 o {urtder progress in
s mnore offective government.

& sas : .
developing
5 P
FPara. 53

#p

s tylo.e sve 3§ es
G, ihenny Wil

E
o broridd o fray 1§ nHiea-
fiery of % SRR By .33.:2** ‘i"z}i}ﬁ. s‘;%&%zngziz
e un o Weslomn
st avree 0 it

direct consultations with the DRV con-
cerning elections, he wowid insist on con-
ditions which he felt certain the Commu-
nists would he unable to accept. Aware
that such a4 position will probably cause
the Viet Mint: {0 increass their eft m‘és {o
destroy his povernment, Diemn will pmb-
2bly seek Lo bind the US mmore speeificaliy
to the defense of Vielnamm,  (Para. *f.‘;’ J

4. The Viel Minh, despite their relalive
guiescence, present the preatest polendial
threat to Diem. Should the Viel KMinh
elrcl openly to invade the south with
regular forees, they ave C'azz's;’.i“!f- »{ t.},e'r«
feating the VNA and a
{if commiiing)
Vicinam. BMoreover, with an estimaled
10,000 mihitary personnel n South Viet-
nays, the Viet Alinh have the capability
to underfabe Joeal sabolage and fterrorist
actions, and zmmall.seale
gucrrilia variare.  The Viet Mind can re-
inforce these forees by infltealine into
South Vietrmun, The YViel Minh appar-
cutly u.t:i, political influence i reany
arees sealiorosd :
nas, (Pores
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5. We believe that the Viet Minh, at jeast
until July 1956, will probably continue
to concentrate primarily on a “political
struggle” designed on the one hand to
exert yressure for implementation of the
Geneva Agreementis and on the other to
bring to pover in the south political per-
sonalitics amenable to coalition govern-
ment with the Viet Minh. Their tactics
will probably be {o maintain and in-
crease their influence in the villages,
hamyper government administration, dis-
credit Diem and the government, to sub-
vert the command elements in the VNA,
and o infillrate and incite dissident
groups — particularly elements of the
secls — to oppose the government. (Para.
31)

6. However, the Communists probably
estimate that unlers they eifectively chal-
lenge *he position of the Diem govern-
ment the latier wiil gradually strengthen
and stabilize its position. They might de-
cide, despite the presence of the Inter-
national Control Comniszion, to initiate
small-seale bul widespread guerritla war-
fare in the south, provided such action
was consistent with over-all Bloe policies

p]

.. L/

and provided they estimate that such ac-
tion would not provoke Manila Pact coun-
teractions. (Para. 30)

7. Should the Viet Minh initiate large-
scale guerrilla operaiions supported by
substantial infiltration from the north,
the South Vietnamese government would
be hard pressed to do more than maintain
control in the Saigon-Cholon arza and in
a few other major urbarn centers. If the
operation were prolonged, the govern-
ment probably could not survive without
military assistance from outside. (Puara.
36)

8. While the French will continue to szek
o salvage as much as possible of French
commercial and cultural interests, we be-
lieve French interests and influence in
South Vietnam will progressively decline
during the period of this estimate. Ex-
cept for training personnel, possible air
and naval bascs, and perhaps some tolon
forces, the French will have withdrawn
the bulk of the FEC by July 1806
French forees remaining in South Viet-
nam will almost certainly nol be com-
mitted aoainst the Viel Minh, exeept in
self-defense or possibly as part of o mul-
tilateral Western astion.  (Poaras. 40, 51)
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vested interest in ihe economic and political
life of the country and the French govern-
ment feared that the establishment of an
effective anti-Communist g,ovcrnmmt in the
south might involve French forces in renewed
fighting with the Viet Minh. The prospects
were made even darker by the ease with which
the Viet Minh appeared to be consolidating its
control of the north.

10. In this situation Diem was forced to move
slowly. Although possessing considerable na-
tional prestice as a patriot, he was inexperi-
enced in administraiion and was confronted
at the outset by the intrigues of Bao Dai and
other self-interestod individuals and groups,
who in many cases benefited from French
support.  Moreover, the loyally of the army
to the eentral government was in doubt and
General Hinh, itz Chief of Stafl who also hield
a conmission in the French Air Force, was
openly maneuvering for political power. The
national police and gecurity services were
commanded by Bay Vien, the leader of the
Binh Xuven yuny who had bought them from
sa0 Dal in April 1853 and who was hostile o
Diem.  Finally, Dion was he andicapped by 2
lack of irained ;.,;. sivigtrators &f tm national
and provingial leveis

11. In the diffienit and confisced situstion
con{mn!ma; the national government, Diem
ancentraied on eliminating of neatralizing
t}m mast important groups and individuals
cmw'n"m;: tm .\..’i! wrily of his goverament.
utipd General Hinh and

Bau !).ﬁi froan ihe w?z ical seene, wane the sup-
port of ﬁ‘;é‘" angd estabiished the inde-
penden covnment from French in-
flasterne ¥, pirsuasion, and finally
forve, Diem virh c eliminnizd the Finb
Xuyen mned the o mypariant elements of
v o Moo ze039 as realy bie s auld ity
e, e maneuveredd the Coo 1204
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ment in South Vietnam is stiill in doubt. Al-
though Diem has establishied control over the
apparatus of government, he has dealt only in
part with such fundamental problems as: (a)
the development of an effective administra-

“lion, particularly on provincial and local.

levels; (b) the institution of a popularly- .
sanctioned constitutional basis for the re-
gime; (¢) the elimination of armed oppesi---
tion and the extension of government authori--
ty throughout all areas of South Vietnam; (d)
the suppression of Viet Minh mililary and po-
litical capabilities remaining in South Viet-
nam; and {(e) the restoration of the ceconoimy.

il. THE INTERNAL POLITICAL AND SECURITY
SITUATION

The Diem Government

13. At present, Diemv's greatest assots are hig-
reputation for honesty and unsullicd nation-
alism, his conirol of the Vietnamose National
Army, and the morsl and finaneial support of
the US. In addition, Diem has gained ton”
siderable popular following, eapecially in ur:

bun centers and in recently pacified arcas :.?1

has the loyally of the refugees from MNor
hid
1

Vicinam., MHowever, should he lose arm
US support, his regime would prebably ool

apse.

14, Dicm also has the sympathy and in s
inslances the active support of the cotiny
1,000 6i5 Catholies in Bouth Vielpoonm
cluding aboul 520,060 Cutholiv refupies rum
the novih), whoe represent an ant Comreenist
core  with considerabie pediticat  petentia

Howoever, i order 1o avaid ageravating th

religious g, Tiernr, o Cathplisr, b gy

Cepreful not 1o appeay o chamnpion the Ontho

olin cause.
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on his unpopular brothers for advice and en-
trusts them with positions of great responsi-
bility. His tendency toward “one man rule,”
his dependence on his brothers for advice, and
his rejection of Vietnamese leaders whom he
does nol trust, has denied his government
many of the few trained administrators.

16. Although Diem has established firm con-
trol over the army and security forces, he has
not established internal security. This fact,
coupicd with his failure to organize his gov-
ernment effectively, has been largely respon-
sible for the delay in the implementation of
promised reforms in government procedure
and agrarian policies. Projects for agricul-
tural development and land reformn, under the
guidance of US advisurs, are still largely in
the planning stage. Fven with US assistance
and its own best efforts, the Diem govern-
ment has completed only about 47,000 hous-
ing units accommuodeling approximately 40
pereent of the 650000 refugees from the
north.  Dicmn has maede some progress in in-
ereasing the numboer of villages under the
administralive gnzizi'u ce of the central gov-
f‘r!’)‘x“ﬂ}’si Civie ariion teams, componsed of
represenintives of  the various ministrics,
‘w.a becn trained and sent out to villages in
aboul 10 provinees,

17, Do bas made o considerable effort o
galvonize mess popuiar support bebind his
progiam. nitiatly, he concentruled on ex-
ploiting popular antipathy Ior Bao Dai and
ihe Fronely more vocently he has sought to
develop sirong  antiComzaunist seatiment.
Althons b there huve beer Instanees of un-
coptrotid manifestution of popular anger
HAS I 1 has o e whole sue-
cevedd weopinn populnr passions within
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¢lections by the end of 1955 for a national as-
sermbly with limited powers. To what extent
this process will be carried through will de-
pend largely on Diem’s judgment as to his
own appeal in the south and the extent of
Communist influence. The formation of a
representative body may be delayed into 1956.

Non-Communist Oppositio.:

19. The Cao Dai, the most powcrful of the
sects, aspires to polilical control of South
Vietnam and is poientially Diem’s most im-
portant non-Communist opposition. It con-
trols a sizeable rural area and has a refatively
cohesive religious following of some 1,500,000
Vietnamese, including a trained army of
about 15,000. While the Cao Dai spirituzl
leader, Pope Pham Cong Tac, has cooperaied
with other sect leaders opposing Diem, most
Cao Dai military leaders have supporiced
Diem. General Piiuong, the Commuander-in-
Chief of Cao Daj forees and probably ihe seet’s
most influential political leader, has emc‘rf’d
into an agrcement with the governmont
mtc grate the bulk of his Lroops into the ‘.-'2:5.».

nd to dishand the remainder. However,
Phu'm" has continued to intrizue io obtain
better {ovms and the agrecmnent stilt has not
been fvlly implemented.

20. During the spring and summers of 1955,
the Cao Dai soughl to become the midos po-
litica) foree in Bouth Vielsan by atlompling
te capture contrel of the HRevolutionary Cen-
mialiee (HC). This commitiee vas f(.u:;m
dquring the spring of 1055 at the thoe g0 e
Binh Muyen evisis, It reauded from o
per of followers of Diems rother MNbw, Cun
Pasi gemerals The and Fhuaong, and BHeo Hon
Gieneral I
foree of pationalisey lo serve their ovyg po.
Hiteal encls. 1L bx bbby that murh of e
exiremy nnab clivity of the {'on
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probably contlinue. This process may be
marked by considerable political jockeying
“and some leeal armed flare-ups may ocecur.
YBecausc Phuong and other Cao Dai leaders

ack popular support, we do not believe they
,wxll elect to resist Diem by force. Should
‘they adopt such & course, we believe they
- would not pose a major threat te the con-
 tinued existence of the government. How-
: gver, the effort to suppress their forces would
i disrupt army training and divert attention
i frora other erilical tasks including the sup-
¢ pression of the Communists.

22, Although the Binh Xuyen and some ele-
“ments of the Moa Hao sect still retain the
. power {o wage gucrrilla warfare in limited
s arcas, the government by force and bribery
s drastically reduced the polential of these
cgroups o chalionge its authorily. The fol-
" lowing is the disnosition of the four principal
4 nmm of the Moa Hao: Ba Cut's unit is be-
liecved ta be reduced to about 1,000, who are
- se mnwd and ir hiding after evading VNA en-
cirelement: Soni's grenp has been badly disor-
ganized @5 a resnlt of VNA operaiions nnd
probebly docs not now total more than 1,500;
Fguven's force of some 2,500, though osten-
«hly rvallied 1o 1he govermment, i in fact
Cnealbrall dawd Nge's unit-of sore 3,000 co-
Coperaling with e gpovernment. The Bink
Xuoyen have probebly ceased to be an efice-
tive furee follewing the recont VREA operation
aygninst their trap hideout. . However, the
remaining forers of Bay Vien, Ba Cut, and
perlaps St will probuoly continue Lo oppose
the government during the period of this estis
tende i mny be templed o cooperate with
fhe Viet Afind

23. Mout of the ulher politic fr'zu;wixwﬁ arg
L wre comprnctd primoarily
;mn%:c.ﬁ ;,-gz, warunints,
following.  While
: stimue omaneuver lor
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Communist Opposition

24, The Cornmunists pose the ultimate threat
to the independence of South Vietnam. The:
Communist regime in North Vietnam possess-
es a far stronger army, a more expericnced ad-
ministration, greater cohesion of leadership,
and greater drive than the government of
South Vicinam, However, we do not belicve
there will be a direct test of military and
political strengths during the period of this
estimate. Considerations of over-all bloc
strategy and apprehension concerning possi-
ble US inlervention will almost certainly pre-
vent an epen Viet Minh attack. On the other
hand, Premier Diem wiil almost cerfainly not
agree to a tesi of relative popular strengths in
national elections. ’

25. The struggle, therefore, will be indirect.
On the Viet Minh side it will be carried cut
by their agents now in South Vietnam, by thg.
combined resources of Bloe diplomatie and.
propaganda facilitics, and possibly by troc s
infiltreted across the 17th Parallcl.

26. Since the cease-fire and the subsequf-'

cvacuation of most Viet Minh military unifs
to the north, the Communists in Snwh Vi .
nam have coneentrated on methods of “polit
cal struggle” designed on the one hiand to-
exert pressure for nationwide elections accord-
ing to the Geneva Agrooments, anst on theo
olher Lo infiilrate and subvert the institetions
of Free Viclnam with a view to bringing ¢
Favier in 1hz south politicn) personsitios woe-
would Lo wnenable to a coalithm governinent

with the north, ’

2%, We have 1H1le indodi (mc on Viet Minh
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tains of Central Annam, the Plaine des Joncs
area adjacent to Camubodia and the Laotian
borders, and in {he Ca Mau region of Cochin-
China. These elements are probably engaged
in intelligence activily, organizational and
training functions, and in protecting local
headquarters and base areas. They are also
probably encouraging and perhaps assisting
those Binh Xuyen and Hoa Hao forces in con-
tinued opposition to the government.  Avail-
able information indicates that the Viet Minh
in South Vicinam relain a continucd capabili-
ty for armed action and for a campaign of
mass intimidation, assassination, sabotage,
and terrorism.

28. The Viet Minh probably exercises effective
political control only in areas which are un-
derpopulated and in which the government
has made no attempt to establish its own ad-
miniztration. These include pockets in the
platean and foothill areas of South-Central
Vietnarm, the Caronyg peninsula in the extreme
southern part of Victnam, and the Plaine des
Jones i Cochin-Chiva, The Viel Minh also
probably exerts influence inrural areas where
governrernt aiministration is present but stiil
ineffcelive.  In urban areas where national
government contrul 1 grestest; the Vict 3inh
are working prirmarily through front organi-
wdions, such as jubor unions, social service,
and Cprace’ frow.

29, Trere apprars o e Httle Commanuist in-
fillration in the hivher cohplons of the Viet-
namese National government or the array, but
there are indieations of fairly exlensive pene.
trating of ‘u*f‘w“ units of the adminisiration,

possibiy including reglonal and provineisd
poverends, :2’2{2 simast cerlaindy the village
councils Wi ot to the South Vielnam
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tively challenge the position of the Dicm gov-
ernment the latter will gradually strengthen
and stabilize its position. Morcover, they have
probably concluded that Diem will not agree-
to elections or unification schemes which
would favor the Communists. Under these
circumstances the chances for a Communist
take-over of the south by means short of open
force might decline. On the other hand, the
Communists also probably realize that the use
of foree against South Vietnam --- either
through open invasion or by infittrating suffi-
cient troops across the 17th Parallei to insure
a successful “liberation” — would jeopardize
current Bloc peace policics ar « risk provoking
US intervention. In addition, the Commu-
nists may not presently  have  sullicient
strength in South Vietnarm quickly o over-
throw the Diem govermment and iy there-
fore estimate that to undertake widespread
guerrilla warfare without substantiab infiltra-
tion from the north might lead not only to
the weakening of their exposed oreonization
in the south but alse to a drastic loss of pallic
support. :

31. We helicse that until July 1956 H'p {
mutists will follow a cottree of action w ‘
primarily political. They did not stize upon
the erisis of last spring to initiate puerrilla
wariare and thely plup)“”“ da prov
ments {rorm Hanod q; v b divecd
foltowers in the sputlh (o ¢ tmm Lheir p uzi’
-al actions.  Their obje »g,ts- 2 «i!')p!-!‘h teobor thie
proservation of their pnse oy the delo
Vicinamese unity and independence
the supporters of the provisions of e
Accords. 1o the south, they w
work in heth the vilia
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ably hope by this tactic to {orce 2 change in
the government of South Vietnam or o de-
velop widespread antipathy toward Dicrn,

32, However, the Cuinmunists might. despite
the presence of the ICC, decide to initiate
small-scale but widespread guerrilla warfare
in the south, provided such action was con-
sistent with over-all Bloe policies and provided
they estimale that cuch action would not pro-
voke US counteraction. The Communists
presureably would be less fearful of US inter-
vention if they believed that they could con-
dact succeosful gaerritla operations with suffi-
cient support from the south to make unnee-
essary obvious and extensive support from the
north.

M. VIETNAMESE MILITARY AMD SECURITY
SERYICES

23, The Viclpamese National Army (VNA)
has an estunated stringth of 147,000, exelu-
sive of some B0 10000 seet forces in the
process of infegratiosy. The VNA i= composed
of 159 !_a‘.m?mt botiztions, including 1486 in-

antry-ype, 2 anmoccd, and 9 artiliery battal-
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joriz. Az o oyesull of recent reorganizalion

most of (he beiinlions have been regroupod
1o form 4 f« ‘t} infantry divisions; § light
infardry divistens, 10 territorial regiments:
amd 3 im%a;wnwm inantry repiments. The
remuaineder of !isz’. atiatons are indepiendent
The faveer el wm-r-.}iy aric still in the
formntive stuy not vel operational.
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arsed maved fur o total slrengiis of
HETP LA RS

zzi.aé:
akinesses
i ,{a'??., and 1

Sintee Uneiedipor }hf’,’:

s havie ;,M;, g**m'rcﬁ,

SR § 4 €4 41

YRA l}f&;
it

R T N e

R A R SR
st S RABAEGE HE oaCts nkd Be i AR

35. The morale of the VNA has risen sharply
25 a resuli of ils opcrations against the Hox
Hao and Binh Xuycen dissidents.  'This facior,
together with the halt in demobilization and
the firm nalionalist stand of the government
against the French, has given the VNA a new
sense of independence and confidence.

36. Despite the VNA's lack of experience and
iraining, it probably has the capability of
maintaining the government in power against
potential armed opposition now located south
of the 17l Parallel, and of maictaining con-
trol of major urban centers and Jines of com-
munteation. Should the Viel Minh initiate
a major guerrilla operation sapported by sub-
siantial infiltration from ihe north during the
period of this estimate, the covernment would
be hard pressed fo do more than maintain
control of Suicon-Cholun and a fow other
major urban centers. If the operatiom wis
prolonged, the Sputh Victnamese gover nment
probably could nol survive without I’l‘fi?f Ty
assistance from oulside.  Provided US sesaists
ance is continued, and conditions ;wmu, mr*
implementation of plimned reorganization
and trainiag progroms, the ¥RA in anotboy
fwo vears should be able 1o maintain o large
measare of internal secieity even jn the event
of congideralde infillration «f guerrillae from
th: north, Lloreover, aouinst ecxlornnd oy
sion, it shoaltd be able o Lot i

side naval angd adr suppori. fo provede o

dejay inow f‘vhaum*' Yre the ponernd vicd

of Boan Me Thuot - Dolst MNhe Trony

to conrduct e defense for some ymnntibs
Saipore-Cap S Jargques oo

3. Vietnam has a sieall
tvey-all peoonnel stroneih
cluding T8 Guined ooy el entiied
G pitel tyainees, and o ;

f:“u r s8R ti sl ozt

Posty furce
P
3

s of ot 2




AL e i, Ok B i B e R

substantial increase in air force cupabilities
will depend  primarily upon the training
and re-equipment programs of the US spon-
sored Training Relations Instruction Mission
{TEIM) and MAAG,

38, The Vietnarn Navy is under operational
control of the Chicf of Staff of the VNA and
urrler the administrative command of a sen-
for naval officer.  Iis naval component con-
sists of 1,618 men. with a Coast Guard of 82
men and a Morine Corps of 2,470 men. In
additinon, 550 Viclnamese serve with the
Frencl Naval IForoes, Far Fasi, on a con-
tractual basis. 'Tire naval component pos-
sesses 1 subinarine chaser (PC), 3 coastal
mincsweepers (MSC(0)), 7 amphibious ves-
sels (1 LSSL, 2 1LE1L, 4 LCU), and 49 smaller
amphibious and pairol eraft. The Vietnamese
Nuvy hias bt d ofivetiveness, bul is capuable
of vuderinbine rivor patrol, and minor coastal
ard cmphibioss operations. Both the navy
and maringes Copeena upon foreign logistic sup-
port, avdd will vogudre considerable additional
’tx.f;:.?:;; brfooe they can perform effectively.

3G, "The Viclourness National Police, undor
m:za' . :1(1 G iy nare of oo tive Jend ‘Br‘iixip
concints of arout 4500 men, al least hadl of
are dn ihe Spigon-Cholon area. Con-
“-*v,z.ue-;'s? in the morale, equip-

oayens of these {orees is likely

of ihiz eabimale. A Civil
cLring orgenived through ¢
e ;.;wi:wi:;i punrds, loend
Tty elements nnder the cone
the Minister of Intevior
with g esthmaled 6L 000
o, sRills, aral pocessary
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mand the withdrawal of all French forees,
the French may continue to maintain soimne
token forces in Soulh Vietnam. In particu-
lar, the French will probably seck to retajn
naval and air bases in South Vietnam., The
principal missions of the FEC at the present
time are to protect the ICC in Victnam and
French nationals and property. Only some
token forees now remain in the vicinity of
the 17th Parallel. The FEC will almost cer-
tainly not be commitled spainst the Viet
Minh, cxeept to prolect itsctf or as part of a
raulilateral Western action.  The French will
continue to provide training facilitics for VNA
personnel in France and will also probably
continue to participate, although reluctantly,
with the US in training the VNA in Vietnam.
In addition, the French will probably com-
plete the turnover of depots and instalintions
to the VHNA.

. ECONOMIC

41, Vietnam's ceonomic pesition has not ime-
proved in the past year. Formidabie budic
ceonomic paoblems U1 confront he ;e~,~(~,n.
ment, The country is dependent on fureir
aid to finance imports and the defense bue
Avreage undey cultivation iz sUH fur Lol
prewar levels and the position of the peasnnt
neetds 1 he nproved. Thoeye are wius zornhgs
irmmedinle probiems. Despete 5
duction of rice for donesfie cononmples,
Qistribution and marketing iMleuites
forced o draamatic vice in the pricve of
votestresdity i the oy
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000 to 200,000 metric tons. The dislocations
of war and the continued lack of security in
many rural arcas have left one-third of the
prewar rice acreage uncultivated. Rice, rub-
ber, and other exports earn $94,000,000 a year,
which pays roughly for only one-third of
South Vietnara's imparts.  US aid is now the
major source of foreign exchange for the area.

43. Local resources are expected to cover
ahout 30 pereent of the estimated 1955 nation-
al budget of $521,000,000. US military and
cconmmnic aszistance is programmed at about
$325,000,000 which will cover most of the bal-
ance.  The Preanch now provide only about
§£34.000,600 in foreign aid and this will prob-
ably diminish as thedr military forces are with-
drivwn.

44. France contirawes Lo be the chief source of
imports and French capital still controls the
imﬁ. of manufacturing and plantation agri-
culture. Hm woer, Franep-¥ictnamese ocro-
tiennde ties e wepkoning beoause of mutlual
mistrost andd o 8 ’w‘z and the shift to direet
1S dalar skl Vinam's F m:-ig:n Exchiunge
Cifice has Hmited frone ioporty sod has cur-
Ladleal e (1o u!mww e France. The
s Yicinar { schedule continues 1he
ir: ﬁh o3l in) rates for Franece, bui
veeds.  Undes these con-

Aorprises will cartsil the

e of Yok oyrrations and groeal trade reo
Buotwers Prance arad Soulh Vielnam
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46. Improvement in economic conditions in
South Vietnam will depend larpgely on the
success of government cfforts to deal wilth
such proovlems as unemployment, land tenure;
rural credit, currency reform, foreign com-
mercial relations, and the reereation of a rice:
surpius for exporl. The Diem government -
has recontly established @ new central bank,
Initiated independent control over foreign ex-"
change resources, and undertaken develop-
mental planning. The government probably-
will be suceessful in permanently settling sive-
able numbers of refugees, in initiating effce-
tive import policies, and In regulariring its
trading relations with Cambodia and Laos.
However, institutional reforms and other pro-
grams designed to alleviate the ceonomic sit-
uation will not pass beyvond preliminary stages
during the period of this estimate.

47. Despile econonic stagnation in Vietnany,
the situation is unlikely to become eritienl so
long as US aid continues,  On the othor hand;
there is Iittle prospest m’ sufficient fmproves
ment in ceononic conditions o ;:rnv:r‘“ja
streng stimulus to popular support for the
foversment,

V. EXTEEMAL FACTORS

48. Recopnizing {hal his regime s depend

on US nid and support, Dhem will proby
eonbiope to folbeow a forelypn potiey taried
coupcradion with (he U5 AL the siane (i
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port. He clearly believes that any recogni-
tion of the DRV as a “government” in the
narth would have adverse political conse-
quences. Consequently, although Diem will
attempt to moderate the disfavor of the 1CC
and the Geneva powers, he will probably con-
tinue 1o resist external pressures to hold con-
sultations. However, under pressure from the
Weslern Powers and Asian neutralists, Diem
might reluctantly agree to seme {orm of indi-
rect consullations, but in such circumstances
he would vigorously press for conditions
which he foit certain the Communists would
be unabie to accept.  Aware that his position

will probably cause the Viet Minh fo increase
their efforts to destroy his government, Diem
will probubly seek to bind the US more specif-
fcally to the defense of Vietnam.

50. Beeause be recognizes that the continued
presence of the Ddomational Conirol Com-
mission in Vielnion cxerts some deterrent
force on possible Canmunist designs, Diem
will prebably continue a grodging and re-
luctant cooporation with that body.  How-
ever, he wilt rejeet ony efforis by the 1CC fo
inject dtsclf inte the guestion of ¢leciions in
Victnonm, evenaf his refusal showld lead to the
depariure of the 100 from Vietsn,

51, The Preneh bave decided (o withdraw the
bulk of their {orees (v South Vielnurn and
to re z?mw their fincocial contributions to the
Vietnon gu,.su,,” M; bocause of commit-
mie in }.us::x Afviea, popular sentiment in
Franee, et Vietnomese pressures. While
the Froneh will eontinue to seek lo salvage
ssilile o Prench comunercial and

- 7*:#;56*-"& Frevoh interests

fetnunmy will progres.
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62. India’s principal objcctives toward Viet-
nam will be dictated largely by its concern to
prevent the outbreak of hostilities in thie area.
To effect this, India will attempt to imple-
ment the terms of {he Geneva Agreements.
This policy may lead India into conflicts with
the Diem government and may lead India to
propose the dissolution of the 1CC in Victnam,

However, India's policy toward South Victnam
is likely to be moderated to the extent that
Dicm saceends in establishing a strong and -
popular regime and replacing Ho Chi Minh as
the symbol of nationalisin in Vietnam,

53. Canada, though @ inember of the ICC
along with India and Poland, has consistently
supported US cfforts to cstablish a strong
anti-Communist government in the south and
may be expected to continue to follow a policy
generally paraliel to that of the US in the area,
even in the event of the break-up of the 1CC.
The UK, on the other hand, has had pro-
found misgivings as o the strength of the
Diem government and the wisdom of Diom's
policies. . Beeause of its position as co-chair-
man of the Geneva Conference on Indochin
and berause of its deep fears ¢f a renowal r§
hestilities i e Indoching area, the UK L

~'::mz:;§s£€rntly urged upon Dicmn

compliance with the Geneva provisions. Gl
UK will continue Lo press Diem to urge ge
vitgdy free olections in an offort to {uke iy
initiative away from e TRV and jorec it o
accepl the onusg of rejecting adegunte election
puarantees.  Indicstions are that if Liom
continues 1o refuze even indireel (':m.;iif
tinns, the UL will probably not join i pravi,
ing Diem with external profeciion ‘l“’;(},"
South Vidtnom bre atiacked fyom the poctiy
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a more effective government. His position
will probably be strengthened as a result of
increased popular  support, the continued
loyalty of the VNA, and a deterioration in the
strenglh and concsiveness of his non-Com-
munist opposition. The national government
will probably increase the number of rural
comnmumnitics under its control, particularly in
arcas now held by the seets.  However, Diem
will probably have advanced little beyond the
preliminary stages in his social and economic
reform  programs. Moreover, should Diem

for whatever reason be elimninated from the
scene, a period of extreme pelitical insiability

would almost certainly follow. Such cir-

cumstances might produce a successor more
amenable {o a rapprochement with the Viel
Minh. I

65. Viet Minh clements in Souih Victnam will -
continuc to control or influence remote areas
and to hamper government action in the pro-:
vinces. The Viet Minh capability to infil
trate personnel and arms into South Vietnam,
and to reinforce Communist and potential dis<
sident elements will remain the most serious
threat to the establishment of a viable and
stable national government in the south,




